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California Firm Is ACE-Net’s
First Customer

The U.S. Small Business Admini- points for ACE-Net. Its founder and
1 stration’s Office of Advocacy, in director, Tiffany Haugen, said,
conjunction with theACCELERATE “This is the start of a new era of fi-
Technology Small Business Devel- nancial opportunities for early stage
opment Center (SBDC) at the Uni- new technology businesses. IDT is
versity of California, Irvine, has an- an especially representative first in-
nounced that Innovative Device  vestment opportunity as its Internet
.1Technologies Inc. (IDT) of New-  product, the Internet Surfpad, is
port Beach, Calif., will be the first very attractive to users of the Inter-
firm to offer its stock to accredited net—including investors surfing for
4 investors on the Angel Capital Elec-opportunities.”
tronic Network (ACE-Net). The The Internet Surfpad is a hand-
company specializes in computer held, business card-size Internet-
products that assist in efficiently  specific controller device designed
surfing the Internet. to improve Internet users’ naviga-
The ACCELERATE Technology tion speed, comfort, and on-screen
2 SBDC is one of eight network oper-viewing space.
ators that serve as national access Continued on page 5

Congress

6 New Bills Would Benefit Home-Based
Businesses

Congress continues to address is- tutes an “independent contractor,”
sues brought to their attention by  and redefine the home-office deduc-
the 1995 White House Conference tion by effectively repealing the Su-
on Small Business. The latest exampreme Court’s 1993 decision in

ple is in the tax issue area, with Commissioner of Internal Revenue
Sen. Christopher Bond (R-Mo.),  v. Soliman.

chairman of the Senate Small Busi- In explaining the need for the
ness Committee, and Rep. James new legislation, Sen. Bond pointed

at Finance Companies ... .. -8 Talent (R-Mo.), chairman of the out that “home-based entrepreneurs
House Small Business Committee, face many unique problems gener-
- introducing identical bills to ad- ated by a tax code that has not kept
Economic News dress three of the conference’s top pace with today’s reality.”
. : recommendations. The bill was unveiled in St.
Small Firms Continued to Be The proposed Home Based Busi-Louis, Mo., at the offices of Quick
Job Creators in 1996 ...... 9

News Briefs ........... 10

ness Fairness Act of 1997 (S. 460; Tax Service, a small accounting
H.R. 1145) would change the tax firm based in the home of Roy and
treatment of health insurance premikdith Quick, delegates to the 1995
ums paid by sole proprietors, pro- White House Conference.

vide clarification of what consti- Continued on page 3



Chief Counsel’s “In Box™

Q: My company—a computer, writ-
ing, and training services firm—
makes regular use of freelance
workers. Recently, we were subject
to an audit by the Internal Revenue
Service regarding the tax treatment
of freelancers, and it seems that the
IRS is now requiring us in the fu-
ture to classify freelancers as em-
ployees. My company has been re-
sponding to this audit for about a
year, and my concern is that the
IRS has failed to issue clear
guidelines on the classifica-
tion of freelancers and that
they are “targeting” busi-
nesses in certain areas.
The IRS’s findings should
be a call to small businesses
everywhere. The creative
arts are especially impacted
by my situation, but the IRS’s
ruling applies to all independent
contractors. Please take the time
to read the accompanying mater-

This month:

The classification
of independent
contractors and
IRS audits.

over-zealous agency enforcement
and then bring those to the attention
of Congress. You need to obtain an
appraisal form from the
Ombudsman'’s office (call 1-888-
REG-FAIR [734-3247]) and send it
in with a copy of your letter to have
the office start its review process.
(They will give you the address; the
Ombudsman’s office also has a
Web site ahttp://www.sbaon-
line.sba.gov/regfaiy.At the
very least, if they agree with
your assessment, they can
alert Congress to your situa-
tion.
The IRS's training
manual on the classification
of independent contrac-
tors,Independent
Contractor or Employee?
is available on the IRS’s “Tax Infor-
mation for Business” Web site at
http://www.irs.ustreas.gov/prod/
bus_info/index.htmlA one-page de-

ial and use your influence to assist
small business people and the cli-
ents that use them. They deserve
clear regulations [on the tax treat-
ment of independent contractors]
that preserve their right to do busi-
ness—and within the law. Thank
you on behalf of all supporters of
the business community.

A: Thank you for your recent mes-

story in this issue ofhe Small scription of a business’ relief rights
Business Advocatm the Home- under section 530 of the tax code,

Based Business Fairness Act, begirublication 1976, is also available

ning on page 1). The tax chairs felt from the IRS—either from the We’b

that legislation is the only way to re-Site noted above, or from the IRS's

solve the matter. toll-free forms and publication num-
As you may know, Congress has ber, 1-800-829-3676.

prohibited the IRS for the past 20

years from writing clarifying regu-

lations on worker classification.

That has left the IRS to try and en-

sage regarding the IRS and its audifgrce the common-law rules which,
of your company, which focused on gs you are discovering, are comple>
worker classification. As you may  and outdated. In an effort to explain

recall, this was the top recommen- the process, the IRS drafted and
dation at the 1995 White House ~ made public last year the training

Conference on Small Business for manual which it uses to train reve-

just the reasons you mention. nue agents on the worker classifica-
Let me bring you up to date on a tion issue, but this does little to
couple of things. The House and  clear up the matter for the average
Senate are both considering bills  small business owner.
which would Clarify the law defin- In the meantime’ if you feel that
ing an “independent contractor” for the |RS in your area is unfairly tar-
tax purposes. The White House  geting businesses such as yours,
Conference’s regional taxation you can bring your concemns to the
issue chairs have publicly sup- attention of Mr. Peter Barca, the
ported those bills, which were intro-SBaA’s Small Business and Agricul-
duced by Sen. Christopher Bond  tyre Ombudsman. His office is
and Rep. James Talent (see relatedcharged to substantiate claims of

Do You Have a
Question?

Do you have a question for the
Chief Counsel? Address letters
to: “In Box,” Chief Counsel for
Advocacy, U.S. Small Business
Administration, Mail Code 3114,
409 Third St., S.W., Washington,
DC 20416.

For immediate access, call
SBA On-Line at 1-800-697-4636
(9600 baud); in Washington,
D.C., call (202) 401-9600.
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Home Business, from page 1

According to Edith Quick, one Numerous hearings have been
of the tax chairs of the conference, held on both bills, and to date the
“The conference delegates and tax House bill has garnered 14 co-spon-
issue chairs have testified before sors and the Senate version 21 co-
Congress on all of these issues andsponsors.
have reviewed the proposed legisla- Conference delegates and others
tion line by line. These recommen- interested in tracking the implemen-
dations treated small businesses tation progress of this and all of the
fairly and are based on common  conference recommendations are
sense. We hope that swift action  encouraged to visit the White
will be taken by Congress to adopt House Conference’s Web site at
these three key recommendations.” http://www.whcsb.org.

The Home-Based Business Fairness Act:
What It Would Do

Here are some key provisions of the Home Based Business Fairness
Act of 1997 (S. 460, H.R. 1145).

B Health Insurance Deductions for the Self Employed. Under current
law, only 40 percent of a self-employed person’s health insurance pre-
miums may be deducted in 1997 (rising to 80 percent by 2006). The
act would raise the deduction to 100 percent.

B Home Office Deduction. The act would restore a sensible definition
for “principle place of business” so that, like any other business, a
home-based business can deduct reasonable costs. Business would
not need to be conducted on the premises.

m Classification of Independent Contractors. Clarification of the defi-
nition of an independent contractor was the top recommendation of
the 1995 White House Conference. The bill would set a clear standard
to provide safety to law-abiding small businesses while protecting the
rights of legitimate employees.

Note: The text of the bill can be accessed at the Senate Small Business
Committee’s Web site at http.//www.senate.gov/~sbc/hist460.html.

The Small Business Advocate
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Estate Tax Law: Repeal or Reform?

by Russell Orban

What does existing estate tax law
have in common with the weather?
How about, everybody has some-
thing to say about it, but nobody
can do anything about it. Or so it
seems.

One of the most strongly sup-
ported recommendations of the
1995 White House Conference on
Small Business (WHCSB) was re-
commendation 218: “Congress
should repeal the federal estate, gift
and generation-skipping tax laws.”
The recommendation made earlier
appearances at the 1980 and 1986
White House Conferences, too.

During the 104th Congress, the
House and Senate, and also the
President, at different times pro-
posed either repeal or relief mea-
sures to change existing estate tax
laws. Unfortunately, the sides could ould reduce taxes. it must first
not agree. There was no repeal, an omply with the Budget Act, which
relief provisions were left out of the o !
Small Business Jobs Protection Act;,
of 1996.

The WHCSB tax issue chairs,
who were appointed from each re-
gion by the conference delegates,
have made repeal or reform one of
the central items on their action

Estate taxes
disproportionately affect
small business owners.
Here are the details
on some changes
being considered
by Congress.

the national budget. Estate taxes
currently bring in about $12 billion
per year to the U.S. Treasury. This
sum is expected to increase over
the next few years, reflecting the
growing number of elderly persons

gress to consider any bill that

x reduction can be achieved with
out increasing the federal budget
deficit for at least the next five
years.

Assuming estate tax revenues o
approximately $12 billion per year,
the five-year cost of repeal would
be in the neighborhood of $60 bil-

difficult? The problem is cost and Aion. In spite of this high price tag,

What Makes Up an Estate . ..

Types of assets in gross estates,
from 1995 tax returns

Other assets Residence
18
Insurance and Other real estate 16
annuities 14
- Closely held 12
stock
10

Cash 12%

Real estate loans

oNnN O O

Bonds

$600,000 $
Source: Internal Revenue Service.

with retirement portfolios. For Con-

quires Congress to explain how a

at least eight proposals to repeal the

17.6% 17.6%
15.2%
8.3%
to

to to to
$1mil. $25mil. $5 mil.

current procedures have been intro-
duced in Congress, including the
Family Heritage Preservation Act,
introduced by Sen. Jon Kyl, (R-
Ariz.) and Rep. Christopher Cox
(D-Calif.), which drew some sup-
port in the 104th Congress.
Another option would be to re-
form the current legislation. Annu-
ally, only about 1 or 2 percent of es-
tates are subject to estate tax.
However, a disproportionate
amount of small business owners
and their heirs are affected by es-
tate tax law in that they must spend
time and resources on estate plan-
ning—or risk having the family
business that was built up over a
lifetime dismantled. A number of
proposals from the 104th and 105th
Congress that are currently being re-
viewed would provide targeted re-
lief to small business owners and
farmers, allowing more of the es-
tate to escape taxation as long as it
continues as a family business.
Under some of these proposals, the
amount that can be excluded from
sestate tax if the estate is predomi-
nantly the family business would
be increased. Under other propos-
als, the tax rate itself would be low-
ered. Most reform proposals tie the
Continued on next page

. - . and Its Tax Rate

Effective estate tax rate, by size
of gross estate, 1995

12.9%

$10mil. > $20
mil

$20 mil.

$2.5 mil.  $5 mil.
to

$10 mil.

1 mil.
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Estate Tax, from page 4

tax reduction to the continued oper-could have forced a sale.

ation of the business as a family- As part of the 1998 budget agree-

owned business. ment now being debated, the Presi-
In addition, the President’s 1997 dent and Congress have agreed to

and 1998 budget proposals increasenove forward on some kind of re-

from $1 million to $2.5 million the form proposal.

value of closely held businesses eli- So, like the weather, plenty of

gible for installment payments of  folks complain about estate tax.

estate taxes. The interest rate The forecast? Continued cloudy,

charged for the installments would chance of repeal or reform.

be lowered from 4 percent to 2 per-

cent. The idea is to help the busi- Russell Orban is the Office of

nesses make their payments and Advocacy’s policy advocate for tax

solve the cash flow problem that  policy.

ACE-Net, from page 1

The Office of Advocacy devel- designed to bridge that gap. (See
oped ACE-Net as a nationwide stories in the November/December
Internet network that will open up 1996 issue oThe Small Business
new options for small companies  Advocate)
looking for investors while helping All offerings listed on ACE-Net
investors look for promising oppor- will be searchable via an on-line
tunities. The network was devel-  search engine that will permit angel
oped in consultation with the U.S. investors to quickly find the type of
Securities and Exchange Commis- company, technology/market, in-
sion, state securities regulators, andrestment size, geographic location,

the North American Securities and ownership status (gender,
Administrators’ Association ethnicity, etc.) of the company’s
(NASAA). owners. ACE-Net permits the an-

“This marks an important point  gels to place specific search criteria
in the growth of ACE-Net,” said on the network, and it will respond
Chief Counsel for Advocacy Jere via e-mail whenever a company is
W. Glover. “The Angel Capital listed that meets their criteria.
Electronic Network will show itself
to be an invaluable source for the
small business community. Using
the Internet in this manner helps en For More_
trepreneurs and investors to work INformation
together as if they were located :
next door to each other. The prob- = Angel investors or entrepreneurs

lem for small businesses seeking in interested in ACE-Net subscrip-
vestors has been where to find tions can contact network mem-

them. Well—no more.” bers via the Internet. Details are
Essentially, ACE-Net allows ac- ~provided on the World Wide
credited “angel” investors—that is, = Web athttp://www.sba.goand
wealthy individual investors with athttps://ace-net.unh.edé&or
business savvy willing to provide more information, contact
small businesses with both their capi: Brendan McKeon at the Office
tal and their experience—to identify = Of Advocacy at (202) 205-7749.
participating entrepreneurs.
For a long time there has been a
demonstrated need for access to
seed and startup capital for small
businesses in the $250,000 to $5
million range, and ACE-Net is
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Regulatory Agencies

Regulatory Burden on Small Businesses

Detailed in New Report

The latest edition of the Office of
Advocacy'’s annual report on the
Regulatory Flexibility Act has just

been issued, and it finds that legisla-

tion recently enacted by Congress
goes a long way to help lighten the
regulatory burden imposed on
small businesses by federal agen-
cies, but that there is still an ongo-
ing need for improvement.

The report, thénnual Report of
the Chief Counsel for Advocacy on
Implementation of the Regulatory
Flexibility Act,examines how fed-
eral agencies complied during cal-

Federal agencies still
have room for improve-
ment when it comes to

meeting the mandates of
the Regulatory Flexibility
Act, says a new report.

Office of Advocacy reviewed some
2,500 proposed, interim, and final
rules issued by dozens of federal

Chief Counsel for Advocacy Jere
W. Glover, “but integration of regu-
latory flexibility analyses into
agency decision-making processes
is far from complete. There is still a
need for ongoing education and in-
teraction with agencies in order to
ensure full compliance.”

Copies of theAnnual Report of
the Chief Counsel for Advocacy on
Implementation of the Regulatory
Flexibility Act, Calendar Year 1996
are available for purchase from the
National Technical Information Ser-
vice, 5285 Port Royal Road, Spring-

endar year 1996 with the Regula-
tory Flexibility Act of 1980 and its
amending legislation, the Small
Business Regulatory Enforcement
Fairness Act of 1996. The laws re-
quire federal agencies to evaluate

regulatory agenciesl The Ofﬁce Subﬂeld, VA 22161 The costis $2150
sequently submitted 92 formal regufor @ paper copy; $10.00 for micro-
latory comments to federal agen-  fiche, plus shipping and handling.
cies on regulations that would have Orders charged to a credit card may

affected many types of small busi- P€ placed by calling (703) 487-
nesses. 4650 between 8:30 a.m. and 5:00

the impact their regulations will The report found agency compli- P-m. Eastern time. Ask for publica-
have on small businesses before  gnce to vary. “Many federal agen- tion number PB97-152557. The re-
they are issued, and to consider lesgjes appear to be making good-faithPOrt may also be viewed on the Of-
burdensome alternatives. efforts to comply with the law as it 1Ic€ of Advocacy’s Web site at

In putting together the report, theyas strengthened in 1996,” said  hitp://www.sba.gov/ADVO/laws

EPA to Host Conference

The U.S. Environmental Protection by an Executive Order issued by = ment policy managers and person-

Agency, in conjunction the Office  President Clinton on October 20, nel; operations and maintenance

of the Federal Environmental Exec-1993 (E.O. 12873, “Federal Acqui- managers; and environmental

utive and the U.S. Conference of sition, Recycling, and Waste Pre- health and safety managers. Compa-

Mayors, will be hosting a confer-  vention”). The Executive Order nies that manufacture environmen-

ence in July, entitled “Partnership also directs the EPA to develop tally preferable products—includ-

for the 21st Century: Greening Fed-guidance and to assist federal agening product manufacturers,

eral Purchasing.” The conference cies with incorporating environmen-suppliers, and designers—will also

will be held July 16 and 17, 1997, tal preferability into their purchas- want to take advantage of this learn-

at the Sheraton Inner Harbor Hotel ing procedures. ing opportunity.

in Baltimore, Md. The goal of this symposium to fa- The cost of the conference is $50
The conference’s objective is to cilitate making environmental per- per attendee. Registration is

increase and maintain a market for formance a factor in federal govern-through the U.S. Conference of

environmentally preferable com-

mercial products in the federal gov-

ernment.

ment purchasing decisions, along
with performance and cost.
The conference will be useful to

Mayors, 1620 | Street N.W., Suite
600, Washington, DC 20006; fax
(202) 429-0422.

Environmentally Preferable Pur- federal officials who wish to in- For further information about the
chasing (EPP) promotes the federalcrease their purchase and use of conference, contact John Shoaff at
government’s use of products and products with environmentally pref- the EPA at (202) 260-1831, or Rich-
services that have reduced impactserable attributes, such as federal faard Kochan, U.S. Conference of
on human health and the environ- cility and installation managers; Mayors, at (202) 822-9058.
ment. Such purchases are required federal acquisition and procure-
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Regulatory Panels Meet;
Ombudsman Unveils Web Page

The 10 regional regulatory fairness they’ll be prepared to evaluate
boards—established in the spring more accurately the concerns raised
of 1996 when President Clinton by small business owners and their
signed into law the Small Business employees.”
Regulatory Enforcement Fairness Both Sen. Christopher Bond (R-
Act (SBREFA) of 1996—met with Mo.), the chairman of the Senate
members of Congress and other fedsmall Business Committee, and his
eral officials in Washington during counterpart for the House commit-
the week of Feb. 13. tee, Rep. James Talent (R-Mo.) met

The boards are charged with with the group to explain the im-
helping the nation’s small business portance of the panel’'s mission and
community influence federal regula-the need to provide small business
tory enforcement practices. Each ofowners a more direct role in achiev-
the 10 regional boards consists of ing regulatory fairness.
five small business persons who Information about the newly estab-
will review complaints and con- lished regulatory fairness boards and
cerns about regulatory enforcementthe Office of the Ombudsman—both
actions. They were chosen from a established under the SBREFA in
nomination pool of more that 500 1996 —can now be found on the
owners, managers, operators, and Internet's World Wide Web at a
officers of small businesses. newly unveiled site at

During their Washington meeting, http://www.sba.gov/regfaifhe site
board members met with officials  contains information about the Of-
of the Environmental Protection  fice of the Ombudsman and the text
Agency (EPA), the Occupational  of the law that established the office.
Safety and Health Administration In addition to the Web page, the
(OSHA), and the Internal Revenue Ombudsman’s office has also estab
Service (IRS). According to Peter lished a toll-free telephone number
W. Barca, national small business with Fax-Back capability at 1-888-
and agriculture ombudsman and re-REGFAIR (734-3247).
gional administrator in SBA Region  Regional board meetings have al
V, “the first step was to familiarize ready been scheduled for May 28 in
the board’s membership with the  Denver, Colo., and June 20 in San
regulatory enforcement policies of Francisco, Calif. For information
the three key agencies. Then, whenon the remaining eight regional
these members convene area meetmeetings, contact the Ombuds-

Juggling Your Small
Business Priorities?

Let SCORE Help!

Free, confidential counseling

from professional members of
SCORE, a nonprofit association
dedicated to mentoring and
training small business
entrepreneurs. Whether you
want to start a business, or need
a hand with your existing
enterprise, SCORE’s free small
business counseling can help.
Founded in 1964, SCORE has
assisted more than 3.5 million
entrepreneurs. Call for your

nearest chapter today!

ings in their respective regions, man'’s office.

About the Ombudsman
and the Regulatory Fairness Boards

The Small Business Regulatory actions at the end of the regula-
Enforcement Fairness Act of 1996 tory process.
directed the SBA to appoint a This role is distinct from that
small business and agriculture omplayed by the SBA's chief counsel
budsman and 10 regional “regula- for advocacy: the Office of Advo-
tory fairness boards.” cacy works at the very earliest
The boards are to review com- stages in regulation development,
plaints and concerns of small busi-by urging agencies to fully evalu-
nesses about enforcement actionsate the economic impact of rules
by federal agencies. The ombuds-on small businesses and to de-
man’s and the boards’ main objec-velop flexible alternatives long be-
tive is to determine the effective- fore enforcement begins.
ness and fairness of enforcement

1.800.634.0245

QUESTIONS?

ANSWERS:
1-800-83'7-5'723

The Small Business Answer Desk
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Research and Publications

Study Looks at Finance Companies’
Expanding Role as Small Business Lenders

Although little information is avail- quired in loan defaults, hence de-
able about finance companies’ lend- creasing their total cost of capital.
ing to small business in the United A recent study Non-captive finance companies sup-

States, there does exist a popular

ply finance products marketed by
notion that finance companies are

challenges the notion other companies, and typically

the “pawn shops of the financial that finance companies  naye no comparative advantage in
services industry"—insignificant are th_e pawn ShOPS of  raising capital or disposing of prod-
and isolated participants in the fi- the financial services ucts acquired in a loan default. Non-
nancial services market, attracting industry. captive finance firms depend on of-
primarily high risk borrowers and fering other financial services (such
charging these borrowers relatively as consulting, sales financing, and
high loan prices. accounts receivable factoring) to

A recently issued study spon- . survive.
sored by the Office of Advocacy, uals. The industry has evolved asa  The results of the study portray
Finance Companies and Small significant participant in the finan-  poth captive and non-captive fi-

Business Borrowerdyy Dr. George Cial capital market over the past  npance companies as mainstream
W. Haynes of Montana State Uni- couple of decades. Finance compa-enders, attracting a mix of borrow-
versity, explores the “pawn shop” hies increased their total business ers similar to other lenders and
myth, profiling finance company  lending from just under $86 billion charging these borrowers competi-
borrowers, examining their de- in 1980 to nearly $300 billionin  tive [oan prices. Highlights of the
mands for financial services and as1992. _ _ study include:
sessing whether they pay higher In the study, finance companies .« Borrowers who acquire leases
loan prices than borrowers of bank are separated into two groups, “capor |oans from finance companies
loans. tive” and “non-captive.” Captive fi- are typically larger small busi-
Finance companies encompass aance companies, such as GMAC, pesses with some previous lending
broad range of lenders, extending use the financial strength of their  experience with a commercial
from companies such as General Pparent company to raise low-cost pank.

Motors Acceptance Corporation  capital, and their product knowl- « Finance companies are signifi-
(GMAC) to those owned by individ- €dge to efficiently resell assets ac- Continued on page 11
Finance Companies: - . . and a Significant Resource
Active Business Lenders . .. for Business Borrowers
Loan portfolio held by finance Percent of business borrowers reporting
companies, fourth quarter 1995 using a finance company, by size of business

35

30
Business Loans

30.5%
25
61% 26.1%
20 21.8%
20.2%
15
10
5
0

Consumer Real Estate All Fims <20 20 -99 > 100
Loans Loans

Employment Size of Firm
Source: Federal Reserve. Source: 1988 National Survey of Small Business Finances.
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Economic Outlook

Small Firms Remained the Dominant

Job Creators in 1996

Small firms continued to create
more than their share of new jobs
in 1996, according to recently re-
leased data.

The U.S. economy generated
2.44 million non-farm, private-sec-
tor jobs during 1996 (December
1995 to December 1996), an in-
crease of 2.5 percent. According to
the Office of Advocacy’s analysis
of data from the U.S. Department
of Labor, small-firm-dominated sec-

tors—that is, industries with at least

60 percent of employment in firms
with fewer than 500 employees—
created 64 percent of those jobs.
The remaining job growth was
evenly split between industries
dominated by large firms, and those
not dominated by either category.

The small-business-dominated
sector expanded 3.3 percent during
1996, while the large-firm-domi-
nated sector grew 1.3 percent; inde
terminate sectors expanded 2.4 per
cent during 1996.

During 1996, the narrowly de-
fined service sector continued to
contribute the most new jobs—
about 46 percent overall. Retall
trade contributed about 28 percent
of the new positions (around
650,000 new jobs), while the con-
struction sector also showed
healthy gains, adding almost
300,000 new jobs during the year.
Smaller gains of about 160,000
new jobs were recorded in the fi-
nance, insurance, and real estate

tor, while the transportation, com-

Employment in sectors domi-
nated by neither small or large
firms—the so-called “indetermi-
nate” industries—has grown in re-
cent years. Virtually all of the new
jobs created in indeterminate sec-
tors were in the services sector—
particularly in the computer indus-

Job Growth in 1996:

Three small-business industries
generating the most new jobs
in 1996

Construction trade

contractors: 230,600 jobs {ry, in hotels and motels, and in se-
Eating and drinking lected parts of the business service
places: 115,000 jobs  sector. The nursing home sector—
Engineering, which used to be small-business-
accounting, and dominated, but is now classed as in-
research services: 74,800 jobs determinate—added almost 35,000

jobs during 1996.
Another way to examine job cre-
ation by small-firm-dominated sec-

Three fastest i - ! ! !
B tors is to look at the industries that

business industries in 1996

Miscellaneous retail

establishments: + 24.6%
Transportation

services: + 13.3%
Meat markets and

freezer provisioners: + 12.9%

are growing the fastest (see table).
During 1996, the category “miscel-
laneous retail establishments”
posted the fastest growth in the na-
tion, increasing 24.6 percent.

The “transportation services” cat-
egory had the second fastest em-
ployment growth within this cate-
gory in 1996, increasing 13.3

Source: Adapted by the U.S. Small Business Admini-
stration, Office of Advocacy, from data published by the
Bureau of Labor Statistics.

percent. Included in the category

are travel agents, taxi services, char-
ter bus services, and transportation
providers for the physically chal-
services sector contributed 570,000lenged. ,

(34 percent) of the 1.5 million new  Double-digit rates of growth in
jobs. Almost 430,000 (28 percent) small-firm-dominated sectors were
new jobs came from small-firm- also recorded for retail meat mar-
dominated industries in retail trade, kets, masonry construction building

with restaurants, car dealerships,
and home furnishing stores supply-
ing about half the new jobs within
sector and the wholesale trade sec-retail trade. Construction contrib-

uted almost 20 percent of the job

munication, and public utilities sec- growth total.

tor gained 90,000 jobs.
As in 1995, the manufacturing

turing jobs in 1996, with almost

Within the large-firm-dominated

: _ sectors, only the services sector
sector continued to shed jobs: therecontinued to create large numbers

was a net loss of 100,000 manufac-of jobs, particularly temporary em-
ployment agencies and hospitals.

90,000 of these losses coming fromApout 20 percent of new retail

large-firm-dominated industries.

trade jobs came from large-firm-

Job growth within the small busi- dominated sectors in 1996, and
ness sector was more evenly spreaghany of these new jobs were in de-
among the industrial sectors. The partment stores.

supply stores, and furniture stores.

For further data on small business
and job creation in small business,
consult the statistics section of the
Office of Advocacy’s Web page at
www.sba.gov/ADVO/stat€lick on
theSmall Business Answer Card
Questions of a technical nature may
be addressed to Brian Headd in
Advocacy's Office of Economic Re-
search at (202) 205-6953, or via e-
mail atbrian.headd@sba.gov.
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News Briefs

Advocates of the Year, Special Award Winners Named

Winners of the 1997 Small Busi-
ness Advocates of the Year awards

have been announced by the SBAs

Office of Advocacy. The winners
were selected for their outstanding
efforts to improve the small busi-
ness climate in specific categories:
accounting, financial services,
media, minority-owned business,
veterans, and women-owned busi-
ness.

The 1997 winners are: Accoun-
tant Advocate Fern H. Shubert, of
Marshville, N.C.; Financial Ser-

vices Advocate Janice L. Campbell,

Denver, Colo.; Thomas G. Thoms,
Dayton, Ohio; Minority Small Busi-
ness Advocate William H.
McCullough, Charlotte, N.C.; Vet-
eran Small Business Advocate An-
drew A. Hernandez, San Bernar-
dino, Calif.; and Women in
Business Advocate Sally Slacke,
Kings Park, N.Y.

Three special award winners
were also announced: Small Busi-

ness Exporter of the Year James R.

Dartez, of New Orleans, La.;

who will be presented with a Life-
time Small Business Advocacy
Award, and Ira Nordlecht and
Helen Scott, who will each receive
awards for their generoyso bono
legal work on behalf of small busi-
ness.

All the award winners, including
the Small Business Persons of the
Year from all 50 states, the District
of Columbia, Puerto Rico, and the
Virgin Islands will be honored dur-
ing the National Small Business
Week celebration, June 1-7, in
Young Entrepreneur of the Year ~ Washington, D.C. A national Small
Tyler J. Conrad, Minneapolis, Business Person of the Year will be
Minn.; and Entrepreneurial Successselected from among the state
Award Winner Constantine S. award winners during the celebra-
Macricostis, for Photronics, Inc.,  tion in the nation’s capital.
Brookfield, Conn. The recipients of  National Small Business Week is
the special awards were selected held each year, by proclamation of
for their commitment to fostering  the President, in recognition of the
small business success, communitysmall business community’s contri-
involvement, and business accom- butions to the American economy
plishments. and society.

Also to be recognized for excep-
tional small business advocacy con-
tributions are Milton D. Stewatrt,

Small business advocates
of the year for 1997
will be honored on
June 3rd at a special
luncheon on Capitol Hill
during Small Business
Week celebrations.

SCORE Reaches Milestone:
3.5 Million Clients Served

The Service Corps of Retired Exec-

guidance. We are proud and entrepreneurs at no charge. The vol-

utives (SCORE) has just celebratedpleased to mentor them in their pur-unteers who offer their business ex-

serving its 3.5 millionth client.
More than 12,000 SCORE vol-
unteers provide individual counsel-

ing and business workshops for as-

piring entrepreneurs and small
business owners. According to
SCORE President Fred Thomas,
“Savvy entrepreneurs utilize every

available resource to help them sucters, and some of the SBA's small

ceed in business. SCORE affords

suit of the American dream.” pertise are working and retired

SCORE was formed in 1964 as asmall business owners and corpo-
non-profit association dedicated to rate executives. In addition to coun-
entrepreneur education and the for-seling, SCORE provides about
mation, growth, and success of 4,000 workshops each year for
small business nationwide. SCOREnearly 100,000 entrepreneurs.
counselors are located at SBA field Workshops are organized by local
offices, business information cen- chapters, which charge a small fee
for the training sessions.

business development centers. For more information on

these entrepreneurs the opportunity During the first three months of SCORE, or to locate the SCORE

to learn from the experience and
real-world knowledge of some of

the nation’s most outstanding exam50 percent of SCORE clients are
start-up businesses and 50 percent

ples of business success. Today,

fiscal year 1997, SCORE counsel- chapter nearest you, call Christine

ing increased 12 percent. Currently,Goodno at 1-800-634-0245 or
(202) 205-7630.

more people are opening businesseare growing companies.

and more entrepreneurs are seeking SCORE counseling is offered to
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Welfare to Work: SBA Leads the Way

In his radio address to the nation onb4 percent of the work force and -
March 8, 1997, President Clinton are the source of nearly 75 percent The One Stop
directed all federal agencies to of all new jobs created. Betsy : :
begin preparing plans for moving Myers, former director of the White EleCtrOnIC Llnk
welfare recipients into the federal House Office for Women's Initia-
government work force. After iden- tives and Outreach, will be spear- tO Govern ment
tifying entry-level positions that heading the agency’s efforts, which . .
could be made available to welfare will include researching what small for Business:
recipients, the SBA has committed businesses will require in order to
to hiring 120 welfare recipients participate effectively in this initia-
over the next four years for clerical tive and identifying intermediaries
and office support positions. All 10 who will work to help welfare re-
SBA regions will participate. cipients become job ready and who
The SBA is also assuming a leadwill be successful in placing hard-
ership role in the President's Wel- to-employ workers into successful
fare-to-Work Jobs Initiative. The  job settings.
nation’s small businesses employ

Finance Cos., from page 8 U.S. BUSINESS
cant lenders in the financial market who reside in low financial concen-

for small businesses, especially as tration markets than any other ‘ 7

vehicle and equipment lenders. Capgroup of borrowers. AD I S OR

tive finance companies supply 3.9 In addition to this report, based
percent of all lease funds and 4.8 on data from the 1987 National Sur-
percent of all loan funds to small  vey of Small Business Finances, .
businesses. Non-captive finance  readers may want to look at some | Over 60 different federal
companies supply 11.5 percent of updated numbers that were recently agencies exist to assist or
all lease funds and 3.9 percent of published by the Federal Reserve. regulate business. With

all loan funds. In “Business and Nonbank Compe- this many sources of infor-

* When considering all institu-  tition for Small Business Credit: Ev- ; P,

tional sources of capital, finance  idence from the 1987 and 1993 Na- mation, flgdlng WT.at yodu
companies rank as the third most tional Surveys of Small Business want can be complicate

important source of financial capi- Finances,” Federal Reserve Bulle- and time consuming.
tal, following commercial banks tin, November 1996), authors Rebel To hel deal with
and thrifts. A. Cole, John D. Wolken, and R. 0 help you deal wi

- Finance companies are not the Louise Woodburn analyze competi-| this, federal agencies have
“pawn shops” of the financial ser- tion between banks and non-banks | worked together to build
vices industry. They charge lower in the U.S. market for small busi- the U.S. Business Advisor,
prices in the vehicle loan market  ness credit. the one-stop electronic
tha:jnlother Ien?(ers. Ifn other loan link on the Internet's
and lease markets, finance compa- .
nies were shown to offer competi- World Wide Web.
tive prices, based on the risk of the :
borrower and the transactions costs How to Get the Look for the Ad\."sor at
associated with initiating and moni- Report http:/Awvww.business.gov
toring each type of loan. : _ :

« When comparing captive and = Copies offinance Companies
non-captive finance companies, and Small Business Borrowers
captive finance companies have a = are available for purchase from
higher probability of attracting bor- = the National Technical Informa-
rowers in high concentration finan- = tion Service, 5285 Port Royal coordination with the
cial markets. However, when con- = Road, Springfield, VA 22161; U.S. Small Business
sidering all finance companies as a  télephone (703) 487-4650; TDD: | = imsm the National pecfor-
group, they have a h|gher probab"_ (703) 487-4639. Ask for item Vie e he Uniei s Mance Review.
ity of attracting low risk borrowers ~humber PB96-146485.

ATIONAL The U.S. Business
Adqlisor is a project
of federal agencies in

=
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In a Couple of Years, Small
Businesses and Investors Will Plug
Into 21st Century Technology

A\

But Why Walit?

The Angel Capital Electronic Network — or “ACE-Net” — is the Internet-
based resource that gives new options to small companies and investors

looking for promising opportunities. Look for it on the World Wide Webh at
http://ace-net.unh.edu

ACE-Net

An initiative of the U.S. Small Business Administration’s Office of Advocacy
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